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AGRICULTURE, DEPARTMENT OF
Final rules on the Technical and Supervisory Assistance Grants Program have been issued
(see the 6/22/79 Fed, Reg., pp. 36890-905). Included in these rules are provisions
governing grantee financial management systems, the maintenance of financial records,
and access to records and books for audit purposes. These rules became effective
on 6/22/79. For further information contact John H. Pentecost at 202/447-7207.
COUNCIL ON WAGE AND PRICE STABILITY
The Administration can deny government contracts to companies that violate the
voluntary anti-inflation program according to the U.S. Court of Appeals for the
District of Columbia (AFL-CIO v. Kahn, decided 6/22/79). The appeals court re
versed a lower court decision which had held that the President had exceeded his
constitutional authority by directing the CWPS to deny contracts in excess of $5
million to companies that did not comply with the voluntary standards. The court
agreed with the government position that the President has such authority under the
1949 Federal Property and Administrative Services Act. The court also concluded
that the procurement sanctions do not constitute "mandatory economic controls"
prohibited by the CWPS Act. The AFL-CIO has petitioned the Supreme Court for an
expedited appeal of the 6/22/79 ruling. If the Supreme Court, which is expected
to conclude its present term this week, fails to act on the petition before
adjournment, consideration of the appeal would be delayed until October.
In a related matter, the House Democratic Caucus failed to take any action on
a resolution by Rep. Ted Weiss (D-NY) and 19 other Democrats to enact legislation
granting the President authority to impose mandatory wage and price controls.
Although the resolution received widespread vocal support at the 6/26/79 meeting,
only 83 of the 139 members required for a quorum were present. A spokesman con
firmed that the resolution will again be considered at a 7/18/79 Caucus meeting.
On the Senate side, it is reported that Sen. George McGovern (D-SD) has been
unsuccessful in attracting any co-sponsors for his mandatory controls measure.
Pay and Price Standards: A Compendium has been issued by the Council. The compendium
includes citations to previous CWPS material published in the Federal Register as
well as a description of the major elements of the voluntary program. The document
also features a discussion of the rationale for the design of the voluntary wage and
price standards, formal standards and procedural rules issued by the Council,
further clarifications in the form of questions and answers, and an implementation
guide with numerical examples indicating how a company might apply the standards.
Copies are available from the CWPS, Washington, D.C. 20506, or from the GPO
(S/N 052-003-00690-1) at 202/783-3238.
FEDERAL HOME LOAN BANK BOARD
Proposed rules that would reduce reporting requirements for savings and loan associations
have been issued by the Board (see the 6/22/79 Fed? Reg., pp. 36398-409). The
proposals include the elimination of certain periodic reports and the deletion of
certain items from other reports. The Board would also require all savings and loans
to use the calendar year as their fiscal year. Comments on the proposal are due
by 8/20/79. For additional information contact Richard Pickering at 202/377-6780
or Nancy Feldman at 202/377-6440.
FEDERAL MARITIME COMMISSION
A Committee on Paperwork and Information Management has been set up by the Commission.
Chairman Richard J. Daschbach announced last week the Committee has been established

-2—

in order to "minimize the quantity and maximize the quality" of paperwork at the
Commission. The Committee, chaired by Commissioner James V. Day, will review the
FMC's reporting requirements for the ocean shipping industry and the Commission’s
internal and external paper output. The Committee will be guided by the provisions
of Executive Order 12044 and the final report of the Commission on Federal Paperwork.
Chairman Daschbach emphasized the Commission must not become a paperwork bureau
cracy.
GENERAL ACCOUNTING OFFICE
"Grant Auditing; A Maze of Inconsistency, Gaps, and Duplication that Needs Overhauling"
is the title of a recent GAO report. According to the report, "the methods of
auditing grants are disorganized and do not afford grants the full protection of
audits of optimize the use of audit resources." Among the GAO’s recommendations are
the designation of certain agencies for single audits of multifunded recipients,
the use of a single audit guide, and assurance of continuous liaison with nonFederal audit staffs with common interest to minimize the amount of audit effort
required and to learn of problem areas. Copies of the report may be obtained by
contacting GAO at 202/275-6241 and requesting Publication FGMSD-79-37.
Legislation (HR 24) that would authorize the Comptroller General to issue subpoenas
for contractors’ and subcontractors’ records pertaining to negotiated contracts has
been approved by the House Government (Operations Subcommittee on Legislation. HR
24 states "the Comptroller General, through any attorney designated by him, is
authorized to bring an action in the U.S. District Court for the District of
Columbia against the head of the department or establishment concerned to compel
the furnishing of such material. The Attorney General is authorized to represent
the defendant official in such actions." The proposal was amended during subcom
mittee consideration to include a provision for 20 days notice of such action by
the Comptroller General to the Attorney General. A similar proposal was passed by
the full House last year but failed to receive Senate approval.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Action on the Administration's proposal for hospital cost containment by the Senate
Finance Committee has been postponed indefinitely. A vote on a modified version,
sponsored by Sen. Gaylord Nelson (D-Wisc), was scheduled for last week, but Nelson
did not have sufficient support in the committee to assure passage. The compromise
proposal would increase the voluntary goal for expenditures increases, change the
allowance for population growth, and add an energy-inflation adjustment to the
formula for individual hospital voluntary limits. Sen. Nelson's proposal is
expected to be offered as an amendment to Medicare-Medicaid reimbursement reform
legislation now pending before the Finance Committee.
INTERSTATE COMMERCE COMMISSION
A proposed rulemaking on the abandonment of railroad lines and the discontinuance of
service was published in the 6/26/79 Fed. Reg., pp. 37243-52. The Commission is
proposing to modify its regulations on abandonment and subsidy calculations in the
areas of the current cost of equipment, cost of equity capital in determining
return on equipment, cost of capital for railroads in reorganization, and the
effect of income taxes. Comments on the proposed modifications are due by 7/25/79.
For more information contact Michael E m b e r g at 202/275-7564 or James Wells at
202/275-0838.
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JUSTICE, DEPARTMENT OF
Case-by-case advice to corporations to assure compliance with the Foreign Corrupt Prac
tices Act is under consideration by the Department. The new procedure would be under
the jurisdiction of the Criminal Division and would be called Foreign Corrupt
Practices Review Procedure. Two other options are also under review — the publica
tion of hypothetical cases and listing of enforcement priorities — but the review
procedure is considered to be the best course in that it provides a definitive
answer to possible legal questions involving a particular overseas business venture.
Work on the project is tentatively scheduled for completion in the fall, but timing
depends on the amount of assistance given by the SEC. The SEC, which shares
enforcement responsibility with the Justice Department, is generally opposed to
giving guidance to U.S. multinational firms on the grounds that it would be like
supplying a road map for circumvention of the law. The Justice Department was
requested to undertake such a project last fall by President Carter in the wake of
considerable confusion and apprehension expressed by the business sector over the
scope of the new law. Since that time, the Commerce Department has been working on
a study of the corporate viewpoint of the law to identify those areas that need
clarification.
LABOR, DEPARTMENT OF
Revised annual report forms that would substitute a system by which small benefit plans
would be required to file a complete report only once every three years rather than
every year as is now required are under consideration by the Labor Department,
Internal Revenue Service, and Pension Benefit Guaranty Corporation. Under the new
system, Form 5500-C, which is filed by plans with less than 100 participants, and
Form 5500-K, which is filed by plans for sole proprietors and partnerships with less
than 100 participants, would be replaced by revised forms that would be filed every
three years. A one-page registration statement, Form 5500-R, would be filed on
intervening years. If adopted, the revised forms would be used for plan years
beginning on or after 1/1/79.
Notice of revisions to Forms 5500, 5500-C, 5500-K, and Schedule A appeared in the 6/22/79
Fed. Reg., pp. 36518-19. The changes would affect the reporting of certain informa
tion on the acquisition of insurance coverage by employee benefit plans. Comments
on the proposal are requested by 8/21/79.
In a related matter, a proposed rule on reporting requirements for certain
benefit plans has been published (see the 6/22/79 Fed. Reg., pp. 36432-33). The
proposal provides that insurance company financial reports be filed with the annual
report of certain employee benefit plans only upon request by the Department. Com
ments on this proposal are also due on 8/21/79. For additional information on
either of the above proposals, contact Wayland Coe at 202/523-8805.
SECURITIES AND EXCHANGE COMMISSION
The SEC released their second Annual Report to the Congress on "The Accounting Profession and the Commissions Oversight Role", on 6/28/79. The 900-page document,
including exhibits, expressed reservations and declined to reach definitive judgments
as to the ultimate success of the accounting profession’s self-regulatory programs,
yet concluded that the SEC continues to support these efforts and is unconvinced
that "comprehensive direct governmental regulation of accounting or accountants
would afford the public either increased protection or a more meaningful basis for
confidence in the work of public accountants."
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In his letter of transmittal to the Congress, SEC Chairman Harold Williams
indicated his less than total satisfaction with the profession’s progress was
concurrent with a recognition that "important strides have been made and that the
profession’s leaders confront deep and sincere divisions among accountants concerning
the wisdom and direction of future changes." Chairman Williams highlighted certain
SEC concerns which included too few members in the AICPA SEC Practice Section;
lack of access to peer review work papers necessary to evaluate their effectiveness;
the ability of firms to exclude certain engagements frcm peer review; the advisory
status of the Public Oversight Board as opposed to direct "line" authority and the
ability to implement their recommendations; and the need for accounting and auditing
standard setting processes that are responsive to changing circumstances.
Just prior to the SEC release of their report, SEC Chief Accountant Clarence
Sampson conducted a press conference which was devoted to answering specific questions
about the nature of the report and the SEC goals for the caning year. In response
to a direct question on Management Advisory Services, Sampson indicated that the
position of the SEC was the same as outlined in its 6/14/79 interpretative release.
In a related matter, the congressional oversight hearings to be conducted by
Sen. Thomas F. Eagleton (D-Mo) on the accounting profession are now scheduled for
8/1 and 8/2/79. The current list of witnesses includes all significant representa
tives of the profession, government, and organizations critical of MAS activities
by CPA firms.
A safe harbor rule for projections has been released (see Pel. No. 33-6084, 6/25/79).
The final rules, which were approved earlier this month, provide that statements
containing or relating to projections of certain financial items, management plans
and objectives, future economic performance included in management’s discussion and
analysis of the summary of earnings, and disclosed assumptions underlying or
relating to these statements would not be deemed to be false or misleading under
the Federal securities laws unless they were prepared without reasonable basis or
disclosed other than in good faith. The rules are effective as of 7/30/79.
In a related matter, proposed staff guidelines for disclosures by electric and
natural gas utility companies have been issued (see Pel. No. 33-6085, 6/25/79).
The proposed Guides 63 and 6 would formalize existing disclosure practices with
respect to form and substance as reflected in documents on file with the Commission.
Comments are sought by 9/24/79. For more information contact William Carter at
202/376-8090.
TREASURY, DEPARTMENT OF
A "windfall profits" tax of 60% on certain types of oil was approved by the full House
on 6/28/79. The tax, which is stiffer than originally proposed by the Administration
but softer than that approved by the Ways and Means Committee, would apply to the
revenues derived from the decontrol of U.S. oil prices and from increases in world
oil prices. The tax, as approved by the full House, is expected to generate
revenues in excess of $23 billion. The measure now goes to the Senate Finance
Committee where hearings are scheduled to begin the second week of July. Chairman
Russell Long (D-La) has stated that he doubts the Senate will be able to conclude
consideration of the "windfall profits" tax before the August recess.
A carryover basis simplification bill has been introduced by Rep. Joseph Fisher (D-Va).
The bill, the "Carryover Basis Simplification Act of 1979" has the support of the
Administration, and is the product of previous attempts at carryover reform and
deliberations by the staffs of Treasury, the IRS, and the Joint Committee on
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Taxation and individual tax practitioners. The highlight of the bill is a complete
revision of the present carryover basis section. The new rule would only apply to
estates containing property with an aggregate fair market value of $175,000 or more.
The bill would simplify the application of carryover basis provision to those
estates which will remain in the system and reduce the administrative burdens of
executors.
In a related matter, opponents of the carryover basis held a press conference
on 6/28/79. Sen. Robert Dole (R-Kans), leader of the carryover repeal forces,
announced his intention to add a repeal amendment to the "windfall profits" tax
bill (HR 3919) passed by the House on 6/28/79. Rep. Barber Conable (R-NY) agreed
with Sen. Dole that attaching the carryover repeal to the windfall tax could be
"the most successful scenario." President Carter has promised to veto any bill
containing a carryover repeal measure.
• •
Faster and simpler depreciation for business has been proposed by a bipartisan group of
tax committee members. The proposed "Capital Cost Recivery Act of 1979" was
introduced in the House (HR 4646) by Reps. James Jones (D-Okla) and Barber Conable
(R-NY) on 6/27/79, and in the Senate by Sens. Gaylord Nelson (D-Wisc), Lloyd
Bentsen (D-Tex), and Bob Packwood (R-Ore). The proposed act would replace the
current "useful life" concept of depreciation with three classes of capital invest
ment, each having a different capital cost recovery period. They are:
•

Class I

-

ten year depreciation generally applicable to all investment .
in buildings and structural components of busines;

•

Class II

-

five year depreciation generally applicable to investment
in tangible property other than that included in Class I or III?

•

Class III -

three year depreciation generally applicable to investment in
automobiles and light duty trucks up to $100,000 a year.

Under the bill, a full 10% investment tax credit would be allowed on investment for
eligible assets in Classes I and II and a 6% credit would be allowed for Class III
assets. It is reported that this "10-5-3" depreciation bill will become the
centerpiece of business tax cuts for 1980 sponsored by the bipartisan group. Presi
dent Carter and the leaders of the tax committees, however, have expressed a
preference for balanced budgets rather than tax cuts in 1980.
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